Farm Credit Administration

the Assistance Board may further re-
strict the continued use of regulatory
accounting practices by the institution
as provided in section 6.6 of the Act.

(c) The authority to defer and cap-
italize costs is effective until December
31, 1992. Amounts capitalized through
December 31, 1992 may be amortized
over the full amortization period of 20
years, but in no instance beyond De-
cember 31, 2012.

§624.101 Definitions.

For the purpose of this part, the fol-
lowing definitions apply:

(a) Generally accepted accounting prin-
ciples (GAAP) means that body of con-
ventions, rules and procedures nec-
essary to define accepted accounting
practice at a particular time, as pro-
mulgated by the Financial Accounting
Standards Board and other authori-
tative sources recognized as setting
standards for the accounting profession
in the United States. Generally accept-
ed accounting principles shall include
not only broad guidelines of general ap-
plication but also detailed practices
and procedures that constitute stand-
ards against which financial presen-
tations are evaluated.

(b) Institution means any bank or as-
sociation chartered under the Act.

(c) Loans outstanding means gross
loans outstanding net of any participa-
tions sold at the end of each reporting
period. The term loan includes loans,
participations purchased, contracts of
sale, notes receivable, and other simi-
lar obligations and lease financings.
The term loan includes loans origi-
nated through direct negotiations be-
tween the reporting institution and a
borrowing entity and loans or interest
in loans purchased from another lender
that are recorded as assets of a report-
ing institution.

(d) Regulatory accounting practices
(RAP) means those accounting methods
and practices directed by statutory and
regulatory requirements provided for
in the Act and in this part and that are
not in accordance with GAAP.

§624.102 Deferral of interest costs on
debt.

(a) A bank may capitalize any pre-

mium paid to repurchase the bank’s ob-

ligations on consolidated Systemwide

§624.104

notes and bonds issued on or before
January 1, 1985, and may contract with
a third party, including a service cor-
poration chartered by the Farm Credit
Administration, in order to perform a
defeasance of these same obligations.
The premium paid shall be the excess
of the cost to repurchase or redeem an
obligation over the recorded net book
value for such obligation.

(b) A bank may capitalize a portion
of its interest expenses which have
been paid or will be paid during the pe-
riod July 1, 1986, through December 31,
1992, on Systemwide and consolidated
notes and bonds issued on or before
January 1, 1985. The amount of a
bank’s interest expense on an obliga-
tion that may be capitalized shall be
limited to the excess of the bank’s cost
on the obligation over the market price
for the obligation on October 21, 1986.

(c) An institution that defers any ex-
penses associated with actions taken in
accordance with this section shall am-
ortize such expenses over a period not
to exceed 20 years using straight-line
amortization. The unamortized portion
of debt-related costs that are deferred
or are eligible to be deferred shall not
be considered as capital of the institu-
tion.

§624.103 Deferral of the provisions for
loan losses.

An institution is authorized during
the period July 1, 1986, through Decem-
ber 31, 1992, to capitalize the amount of
its provision for loan losses made on an
annual basis in excess of 1/2 of 1 per-
cent of loans outstanding. An institu-
tion that defers a portion of its provi-
sion for loan losses in accordance with
this section shall amortize such
amount over a period to not exceed 20
years, using straight-line amortization.
Institutions using RAP to defer their
provisions for loan losses shall main-
tain an allowance for loan losses deter-
mined in accordance with GAAP.

§624.104 Interest rate evaluation.

An institution may take into consid-
eration the use of RAP, among other
factors, for purposes of evaluating the
interest rates charged on loans. Such
other factors include the institution’s
cost of funds, overhead, expected
losses, margin to provide for adequate
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